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EXCLUSIVE REPORTS
From the March 19, 2004 print edition

Workers' comp reform package crumbles
Jennifer Hamilton
Pacific Business News

Hawaii lawmakers, swayed by the unions, have all but quashed a package of cost-saving reforms to the 
state's workers' compensation system. 

Six of the nine proposals advocated by Gov. Linda Lingle's administration have been brushed aside by 
majority House Democrats, including an attempt to give businesses more say in which doctors should 
care for injured employees. The three remaining pieces don't go far enough to effect change, reform 
advocates say. 

Nelson Befitel, director of the state Department of Labor and Industrial Relations, attempted to 
reassemble the administration's package during a Senate Labor Committee hearing last week. But 
committee Chairman Brian Kanno, D-Kapolei-Waikele, limited testimony to five minutes. 

"There was a clear message that the committee chairman was not interested in any meaningful reform," 
Befitel told PBN after the hearing. 

Kanno, a union-endorsed lawmaker, expressed concerns that the legislation would take away employee 
rights. 

His fears are shared by the Hawaii AFL-CIO and the International Longshore and Warehouse Union, 
which contend the reform proposals fail to evenly weigh the interests of injured workers, employers and 
insurers. 

Buoyed by dozens of letters from businesses, Befitel urged reconsideration. The administration's reforms 
pledge $34 million in savings to businesses crippled by rising workers' compensation costs. In Hawaii, 
businesses pay the third-highest premiums in the nation -- $3.48 for every $100 in worker wages, a study 
by the state of Oregon shows. 
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Consensus was reached on a proposal to give the insurance commissioner the authority to investigate 
allegations of workers' comp fraud. The change would move the investigations from the Labor 
Department to the Insurance Division, where other fraud accusations, such as auto, are probed. 

"I think it's a natural," Befitel said. 

But chances are slim the package will be made whole again, and the sparsely attended Senate hearing 
indicated the fight already had been lost. A representative from the Chamber of Commerce of Hawaii 
was present but did not testify. And only two senators listened to Befitel's pleas -- Kanno and Sen. Sam 
Slom, R-Hawaii Kai, president of Small Business Hawaii. Slom supports the reforms. 

"Businesses are riding the fence right now trying to figure out what to do," Befitel's assistant, James 
Hardway, explained. 

Plea to businesses 

He issued a plea for businesses to lobby lawmakers. 

"We made our pitch and now we need the business community," Hardway said. 

The last overhaul of the workers' comp system in 1995 attracted large amounts of attention from 
businesses that even formed a group called the Haku Alliance to lobby for changes. At times, between 
400 and 600 employers attended the committee hearings, Hardway said. 

"Unless there's 400 people in the room demanding reform, this Legislature is not going to pass 
meaningful change," he added. 

Linda Wheeler of the chamber of commerce said the organization's key issue of employer-directed care 
was eliminated weeks ago by the House Finance Committee. 

It would have enabled employers to create a list of physicians that injured workers would choose from 
during their first 120 days of care. The proposal was touted as a way to slash premiums by 14 percent. 

Other opposition has come from House Labor Committee Chairman Marcus Oshiro, D-Wahiawa, who 
said he's skeptical of the savings. 

"I believe there's more that can be done, but we need to know if it will benefit employers," he said. 

It was Oshiro who called the packaged measure a "mixed bag," and separated the proposals to deal with 
each individually. 
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One measure that is still alive would add two vocational rehabilitation workers to the Labor Department 
to help evaluate claims. Another would permit employers and employees covered by a collective 
bargaining agreement to bypass the Labor Department's administrative complaint process in favor of 
mediation. Both measures are scheduled for hearings in the Senate. 

Despite a 29 percent decline to 43,465 workers' compensation claims filed in 2002 from 1995, the cost 
per case rose 11 percent to $6,162. 

Where workers' comp legislation stands 

Passing 

* HB1374: Transfers authority to investigate workers' compensation claims from the Department of 
Labor and Industrial Relations to the state's Insurance Division, which already handles alleged auto 
insurance fraud. 

* HB2659: Adds two employees to the Labor Department's vocational rehabilitation staff at an annual 
cost of $90,000. 

* HB2677: Allows employees covered by collective bargaining agreements to opt out of the Labor 
Department's administrative hearing process and agree to seek binding arbitration. 

Failed 

* Permit employers to provide a list of three physicians or physician networks for an employee to choose 
from in the first 120 days of care. 

* Establish one doctor as a gatekeeper to direct employees' treatment and palliative care. 

* Cap temporary total disability payments to two years, at which time the employee's health is 
reevaluated. 

* Define maximum medical recovery. Stop medical and temporary disability payments at that point. 

* Eliminate mental stress claims stemming from personnel actions. 

Reach Jennifer Hamilton at 955-8046 at jhamilton@bizjournals.com.
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